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ADVERTISEMENT. 


T* E Pulli. is not ſo eaſily deceived on almoſt any 
ſubject as that of Finance—The ſtudy of that 


Apen ſubject makes no part of the education either 
of the Scholar, the Gentleman, or the Merchant— The 
conſequence is, that few people underſtand much of the 


matter, and thoſe who do, are ſeldom at the pains to 


write upon it ; men of bufo neſs are more profitably em- 
Ploy ed, and men of letters do not conſider it as bein g n 


their department; thus it is that the greateſt abſurdities 


Ae propagated without any anſwer bein g given to them; 
and for the ſame reaſon it is, that when an anſwer is 
given, it ought to be in as few words as poſſible. 


— 
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PREFACE, 


| ADDRESSED TO COMMERCIAL MEN. 


grave with your apathy at a moment when 
our commercial exiſtence is at ſtake, 1 
wrote the following Letters to ſhew how eaſy it 
is to defend your cauſe, if you had but the will to 
do it—if you felt the neceſſity. You have ſeen 


an alarm ſpread, that certainly influenced the 
Bank Directors; you have ſeen the public at 


large thrown into a ſtate of uneaſy ſuſpicion 


* and doubtfulneſs; you have ſeen thoſe ravens, 


that croak with inward joy and outward ſadneſs, 
the downfall of England, ſucceed. in terrifying 
the nation, and ſtill you have not Feed to 
ſpeak truth, and defend yourſelves 111 
Do you think that commercial wealth is in- 
tailed on your poſterity, or that its reſent poſ- 
ſeſſors are invulnerable? Do you deſpiſe your 
adverſaries, in the fame moment that you tremble . 
for yourſelves, and feel the effects of their en- 
mity ? Or is it true, that what is the buſineſs of 
all is the buſineſs of no one? Reſolve thoſe queſ- 
tions with yourſelves and for yourſelves ; 1 do 
not interrogate you for my owminformation. 
The hiſtory of paſt times, from the fall of Tyre 
and of Carthage to the preſent day, ſhews that com- 
mercial wealth is the moſt pc of all ſublunary 
things, and that when once gone, it never returns 
again to the ſame Place. There muſt be a cauſe 


for 
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iv PREPACE. 


for this, and that cauſe you find to be nothing 
elſe than that careleſs and avaricious apathy 
which accompanies great wealth, againſt which 


poverty wages eternal war with an uninterrupted 


though gradual ſucceſs. 
Riſen to the pinnacle of commercial oreatneſs, 
this is the moment of envy, and the moment of 


danger; and when ſo great a fabric has for its 


foundation opinion and confidence, which are change- 
able and precarious, it is fcarcely poflible to 


be too much upon your guard. Could ill in- 


tentioned men ſucceed completely in ſowing 


diffidence and miſtruſt, thoſe who have leaſt 


occaſion for truſting others would imperceptibly 
withdraw themſelves and their capitals from 


trade and commerce; and aſe evils, which now 


are only ideal, would at 1:ft become real, and 


thus the prophets of misfortu c would have cauſ- : 


ed their propheſy to be fulfilled. 
In theſe letters, which are intentionally written 


in a very brief manner, it is moſt clearly proved, 
that the dreaded run upon the Bank of Eng- 
land is, if not impoſſible, at leaſt improbable. 


The idea of a run originated in ignorance of the 
real nature of the caſe; and the Directors of the 
Bank have none of thoſe dangers to fear, which 


have been induftriouſly held up before them. 


Though a few pages ate ſufficient to demon- 
ſtrate this, yet the adlivity and the energy of 


your enemies muſt triumph, if you do not throw 


off that indolent indifference, which has pro- 
greſſively ruined all commercial nations which 


have hitherto exiſted. 
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LE TTERS 


SOLIDITY OF COMMERCIAL BILLS, 
AND ENGLISH BANK NOTES. 
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LETTER I. 
TO THE CONDUCTORS OF THE ORACLE. 


© GENTLEMEN, 

I HAVE obſerved with a mixture of indignation 
and ſurpriſe, thoſe attacks which have' for 
ſome. time paſt been 'made both on 1 public and 

Private CREDIT in this country. 
The ſame men who, four years ago, were 
occupied in diſſeminating diſcontent, and who 
aimed at deſtroying the Conſtitution by that 
means, are now attempting the ſame thing by 
another mode! Had not the theories attached 
to the ruinous Rights of Man been totally unſuc- 
ceſsful, thoſe whoſe object it is to cauſe a Revo- 
lution in Eygland, would, perhaps, have ſuc- 
- ceeded ere now; they can, however, have nohope 
of inducing people here to imitate ſo fatal an ex- 
ample. The defire of ruining the preſent order 


of 597215 is, nevertheleſs ſtill as great as before; 
— ZIG, and 


(-2 3 
and the mode of obtaining ſucceſs is, by attack- 
ing Public Credit---and with By that of all com- 
mercial men. 
A deſire like this, is not my founded on 
any good will towards the nation at large: on 
the contrary, it is evident, that the nation will, 
in every reſpet, be a loſer by ſuch. Revolutions 
as thoſe men wiſh to bring on.---Their attempts, 
therefore, excite indignation; but it is equally 
impoſſible to ſee without ſurpriſe, the cool and 
indifferent manner in which thoſe who are attacked 
| behave on this important occaſion, — 
It is well known, that credit depends, f in a 
great meaſure, upan;opinion; and it is by influ. 
encing. opinion, that, the attack has been begun. 
The effect already produced is.very;canſiderable;; 
the work goes on, and is greatly favoured by. 
1 the circumſtances of the preſent, times. To thoſe 
1} who, refle&, ſeriouſly on this, buſineſs, ; it: mult, 
1 appear, that unleſs, ſome, energetic. efforts. axe. 
j made to counteratt theſe. attacks, ſucceſs will. at, 
1 laſt attend them; unleſs, indeed, ſome unforeſeen. 
|. event arrives, which, may, ſerve; 1 in, „Nase .of the; 
efforts; of mgn., : 
Is it. poſſible Bs: the "Coun moment is arrived, 


* 4 C * 


and. 5 power to 5 it? Is; it t poſſible; that” 
the efforts of thoſe who aſſail the rich are ſet at 
naught, becauſe. they come from men, who; have 


neither. 
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neither credit nor property themſelves? Or, what 
would be ſtill more ſtrange, do they . await de- 
ſtruction and ruin motionleſs and without effort, 
as the faſcinated traveller awaits the approach 
of the deftroying rattleſnake? Whatever the 
_ cauſe may be, the effect is certain !! 
We ſee, on the one hand, great exertions 
making to deffroy credit, by acting on the publir 
opinion; and on the other hand, we ſee no efforts 
made to maintain it. Thoſe public prints which 
| boaſt of being inimical to the Government of 
this country, attack the credit of the ſtate and 
of the merchants: We ſee Thomas Paint 
transformed from a ſpeculator on Liberty, to a 
ſpeculator on Finance; and what is more, his 
opinions, ridiculous as they are, are circulated 
with an uncommon degree of induſtry, PO1SON 18 DIS- 
TRIBUTED GRATIS, WHILE THE ANTIDOTE LAYS 
NEGLECTED ON THE SHELF, Thoſe who are poor 
give alittle of what they poſſeſs to ruin the rich; 
but the wealthy employ no means for their own 
protection. The ſame was the caſe in France 
ſeven years ago. Then the Government and 
men of property were attacked in writings, which 
were circulated in a ſimilar manner; but the Go- 
vernment and the rich deſpiſed opinion—they 
forgot that © the ſpider taketh hold with her hands, 
and is in King's palaces.” We all know the fatal 
ee of this ill-timed apathy ; and ih how 
1 1 B 2 5 ſhort 
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ſhort a ſpace of time thoſe on whom the attack 


was made, ſuffered for their- indolence. 
Some perſons will ſay, that the caſes are not 


quite ſimilar; they cannot, indeed, be expected 


to be exactly ſo; but the concluſion is no leſs 
clear, that—wherever opinion haus any connection 


with the exiſtence of à certain order o, things, tie 
efforts to change that opinion are. never to be ſliglted. 


If a general miſtruſt can be inſpired here in 8 


England—if the credit of Bankers is diminiſhed, 


then our merchants can no longer give credit 
abroad, or make advances to our manufacturers 
at home, The trade of England would inſtantly 


decline, and then the payment of taxes would 


become impradticable. It is thus, that by at- 
tacking Lombard-ſtreet, a Revolution is at- 
tempted at St. James's; and it is on this chain 
of things, that the enemies of en count for 
ſucceſs. 

Our enemies would make. it be beiin that 
WIE the quantities of gold and filyer in cir- 
culation are ſmall, the circulating paper is not 


ſolid; they repreſent our Paper Credit as a baſe- 


leſs fabric about to fall; and they would there- 


fore perſuade individuals to heap, up gold, to be 
cautious; they give an hundred inſidious exhorta- 


tions, which, if liſtened to, would really deſtroy 
the mercantile ſyſtem, Now, Gentlemen, though 
Ladwit that the quantity of gold! is not great, 

Tam 


("VP 
I am ready to prove, that no money can be more 
intrinſically ſolid than is the greateſt portion of 
paper circulating in England, ſo long as the laws 
and government are maintained. I mean in my 
next letter to enter fairly into the queſtion, 
and expect to convince the moſt ſceptical on 
that ſubjeR, of the real wealth and ſolidity, gener 
ally ſpeaking, of the Banking Companies, Private 
en and Commercial Men of England. 


GRESHAM. 
5 3 
Serr. 115 1796. 
LETTER II. TOY 
To THE CONDUCTORS OF THE ORACLE. 


' GENTLEMEN, 


ß THE paper in circulation in England een to be 
divided into three claſſes: 29 
iſt. Bank Paper, or Bank Notes. 
2d. Notes of Private Bankers; and, 
zd. The Bills of Mercantile Houſes drawn 
upon their Correſpondents either at home or 
abroad. wa 855 e 1 55 A 
One great cauſe of the 2 of the paper 
which circulates in England, is the frifineſs of 
the Jaw for the immediate recovery of debts; and 
another is, the rigor of the law againſt uſury. JF 
At firſt . any one muſt perceive that the ſig- f 
| nature I 


49 -:: 
nature of an individual, or a Company, bears as 
a mortgage upon the whole of the property of 
that Company or Individul, in the moſt com- 


plete manner. No legal ad whatever, nor any 
mortgage, can in its nature be more facred, or 
more ſecure, than a ſimple ſignature, by means 


of which the property of every ſpecies of the per- 
ſon or perfons who gave the ſignature may be 
ſeized, without any poſſible means of defence, 

or ſcarcely even of delay. In thoſe countries 


where the law is not ſo ſtrict in this reſpett, paper 
credit never can be ſo ſolid as in England; 


and therefore foreigners may the more eaſily . 


give credit to the tales that are told of a 


paper circulation vithout foundation or ſo- 


lidity. 


The ria 88 concerning che intereſt 
of money, which is limited to five per cent. 
under the penalty of three times the ſum lent, to 
be levied pon the lender, is, however, the great 
palladium of, Britiſh Credit. As no man gives 


circulation to his own paper, ſo it is, that thoſe 


who. accept of it, in order to difcount it at ſo 


low a rate as five per cent. muſt be convinced 
ol its ſolidity, becagſe the, premium is too ſwall 
to pay for any riſque. Whatever paper is therefore 


conſidered as in any degree fuſpicious, -is cut 


out from circulation in the affairs on the great 
1 ſcale; and therefore the money market, is always / 


YET 2 


© 3.3 
kept clean of all; paper, except what, according 
to the calculations of thoſe who take it, is good; 
and they muſt; be the beſt judges, and the moſt 
ſincere. Certainly, when for 11. 5s. intereſt, a 
bill of 100l. is diſcounted for three months, the 
man who diſcounts it lays a * bet in favour 
of its ſolidity. | 


When, any paper gets, into eirdulacion; (and 
till it does we have nothing to ſay to it), we 
may conſider that the perſon who firft received. it 

as caſh, took every means he could to be inform 
ed of its. goodneſs; that is to ſay, of the proba- 
bility of its being punctually paid. Experience 
has always ſhewn, that the individual is generally 
very clearaſigited in his om affairs; and there 
fore the public can have no better ee for 
che general ſafety of theirs. 2 915 

After premifing; that the ſtrict laws relates to 

the regulation of intereſt, and recovery of debts, 
are the main barrier againſt the circulation of 

paper that is not ſolid, in whatever form it may 

be, let us begin by conſidering the three differ- 
ent ſorts of paper, taking each ſeparately. 
Baxx Norzs, iſſued by Public Companies, 
ought to be firft examined; and in doing ſo, we 
ſhall find that they have. a double ſecurity. The 
capital of the Banking Company: is, in the firſt 
3 anſwerable for the e of its paper. 
* It 


— 


E 
It is upon the inadequacy of this capital, that 
the abſurd alarms are founde n. 


The Bank of England, it is rde has only 
about eleven millions of capital; I ſay, aſſerted, 


and J allow, that the capital on which dividends 
are paid, is not much more but is that the REAL 


capital? Suppoſing, however, for argument's 


ſake, the Bank has no more, and that there are 
three times that quantity of notes in circulation 
(hich is alſo aſſerted), does it follow that Bank 


Notes are not ſolid? No, certainly. As the 


Directors of the Bank zever iſſue one note, 

except upon ſome ſecurity that appears to them 
| to be good, all thoſe ſecurities, as well as the 
original capital of the eleven millions, are an- 


„— At Ao 


| ſwerable for the payment of the notes; ſo that 


the eleven millions are not the real fecurity for 


the notes, "Put an EXTRA SECURITY; it is there- 
fore difficult to conceive how any thing but the 

groſſeſt ignorance can throw e on the 
Pen of the Bank. 101 1 


- The enemies of England lay; 5 Gu that 


there is. not caſh in the Bank to pay the notes 
that are out. If that were not the caſe, the Bank 


would be an abſurd, uſeleſs, and very expenſive 
eſtabliſhment. The caſh in the Bank is, how 
ever, in ſuch quantity, as is far more than ſuffi- 
cient to pay any demand that can in the ordina- 


ry 


1 


ry courſe of things occur. And as all the ſecu- 
rities lodged in the Bank are at tors dates, it 
follows, that in caſe of any very extraordinary 

run, thoſe ſecurities would be realized quicker 
than it would be poſſible to count the ſpecie 
which might be demanded 1 in exchange for the 
notes. 

The ſecurities i in the Bank are either Govkkx- 
MENT SECURITIES, | MERCANTILE 'BiLLs,. or 
PLEDGEs of INTRINSIC Varve. The payment of 
taxes is perpetually reimburſing the advances to 
Government; the bills of commercial men are 
either paid in Bank of England notes, or in gold; 
therefore, as they become due, they either bring 
back a portion of the Bank Paper in circulation, 
or they bring in gold; ſo that in either caſe there 
is no doubt as to the ſolvability of the Bank. 

As to the pledges of intrinſic value, they, our 
Z greateſt enemies, will allow, would anſwer for 
_ themſelves. | 

Such then! is the ſolidity of the Bank of Wed 
that, unleſs a general bankruptcy took place, it 
could never be in any embarraſſment, as it has 
ſecurity for every note in circulation. In my 
next, I ſhall enter more particularly into the 
nature and ſolidity of this ſecurity, even in caſe 
of a general bankruptcy. TE 0 pe 

. GRESHAM. 

LoNnDox, = | 
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e LETTER 11, 


TO THE CONDUCTORS OF THE ORACLE. 


GENTLEMEN, 


LTHOUGH the paper that circulates in 
England is with propriety divided into 
three claſſes; yet thoſe are ſo nearly connefted, 
that it is difficult to treat of them ſeparately. 
The Banx Par ER reſts its ſurety, in a great 


meaſure, upon the paper of private individuals; 


in conſidering the ſolidity of the former, it is 
therefore neceſſary to conſider that of the latter 
at the ſame time. 
The only plea that has been alledged, or, at 
leaſt, that has been admitted, as proving that the 
paper which circulates in England is nor ſolid, is, 
that there is not gold or filver enough in the 
kingdom to pay it all off at once. This fact I 


have readily admitted, and now mean to anſwer, 
without any ſpecies of illuſion or ſubterfuge. 


In the firſt place it is to be obſerved, that the 
very objection made to the ſolidity of the paper, 
bears with it this negative concluſion, that if 
there were gold and filver ſufficient to anſwer 
for the payment of the paper, then it would be 
- 80LID. Now It follows from the ſame aflertion, 
that if there is real 1nTRIN&1C value of any 


other ſort in the poſſeſſion of thole who have 


iſſued 


1 
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„ 
iſſued the paper, to call it all in, then it is soI Io; 
becauſe all intrinfic values are the ſame with 
gold and ſilver. 
mn been aſſerted, and I ſhall ſuppoſe i it 
5 true, that there circulate j in England go millions 
of Bank paper, and go millions of private notes, 
and that the ſpecie only amounts to 23 millions 
Now, Gentlemen, I am willing to allow this 
without any queſtion, and I even go a little 
farther, and ſuppoſe that the bills and notes 
exceed the ſpecie by 45 millions; which is 10 
millions that I throw into the ſcale | in favour of 
my opponents. | 
1 begin then with enquiring who are the per- 
ſons who have iſſued theſe hills, and I find it 
to be the Merchants and Manufacturers, whole. 
whole capital, in the aggregate, is anſwerable 
for the payment of them. 1 muſt therefore be- 
gin and calculate how great a value is in reality 
- mortgaged for the payment of 60 millions of 
paper which is in circulation, and I find that there 
is property in poſſeſſion of commercial men to a 
very conſiderable amount, as follows: 


Owing by Merchants in foreign countries, all | 
our debts being deducted, at leaſt - . - + 10,000,000 
Raw materials and unfiniſhed goads of all ſorts, 
in the hands of Merchants and Manufacturers 
in Britain - » - - = - 14, o00, ooo 
Ihhchines tools, en 8 9,009,000 


ce gn _—_ Manufactured 


(- 48 3 
Manufactured goods in the ſhops, hon FE: 
furniture, &c. of people in buſineſs - - + . 56,000,000 
Shipping belonging to Engliſh Merchants | - 10,000,000 
Capital employed in Jamaica, and other poſſeſ= 
— RG on belonging to 8 Merchants I 1,000,008 


n 


Property of men in trade - 5 I 10,000,000 


This 1s, without inclydivy landed eſtates, | 


houſes, ready money, and other property be- 
longing to commercial men, and thoſe who have 


bills or notes in circulation, all which would be 
applied to the liquidation of the debt, in caſe of 


a general craſh. 


Thus it would appear, that there i is real value 


to the amount of at leaſt twice the paper in 


circulation, the ſolidity of which ” 1s therefore 
undeniable. | 
It may be ſaid, that all this property could not 


come to the hammer, and be ſold at its real 
value; and indeed it is very true- that ſuch an 


operation would be impoſſible; but likewiſe it is 


impoſſible that ſuch an operation ſhould be neceſſary. 


The far greater portion of the Bank notes 
and bills are circulating among, thoſe very men 
who have that property. So that though the pro- 
perty of ſome individuals would come to fale, 


yet as the money is owing from one to another, 


ſome individuals would be receiving, while others 


- were paying. As for example:---When the 


private Merchants paid their bills, Bank notes 
1 50 | N to 


( 88 
to the ſame amount would be drawn out of cir- 
culation; ſo that 30 millions of intrinſic value 
would reduce the amount of paper circulation 
60 millions; for the Bank notes and the private 
paper are what the French call un pouBLE j 5 
EM TOI; that is to ſay, one million of private 
paper in the Bank, and the million of Bank 
paper which diſcounted it, is only in reality a 
duplicate of the ſame thing; for as ſoon as the 
million of private paper is paid, the million of 
Bank notes ceaſes to exiſt, Now as this 1s the caſe, it 
follows that the 25 millions of ſpecie which exiſt, 
would draw out of circulation 30 millions of 
paper; for it muſt never be forgotten, in exa- 
mining this matter, that the paying of the pri- 
vate bills reduces the number of Bank notes in 
the ſame proportion: ſo that every bill of a 
thouſand pounds paid, reduces the total circula- 
tion of paper two thouſand pounds. 
The whole ſpecie of the country is not indeed 
in the hands of -people who have bills to pay; 
but more than one half of it is in the hands of 
Commercial Men and Bankers; and therefore 
the ſpecie alone would pay off nearly one half 
of the paper in circulation, and for the other half 
there would remain the 110 millions as before 
ſtated. 

| Theſe calculations are not very exaQ, nor is 
it at all neceſſary that they ſhould be ſo; be- 
cauſe 


($6 
cauſe they are far within bounds, and the ſurplus of 
ſolvability 18 ſo great, that to be very accurate 
would not be very uſeful. I ſhall, nevertheleſs, 
on a future day, give the 8 on which 
thoſe calculations are founded. 
| GRESHAM. 


Lonpon, | 
SEPT. 17, 1796. 


LETTER IV. 


TO THE CONDUCTORS OF THE ORACLE. 


| GENTLEMEN, 
AVING proved undeniably Us more "VA 
4. 4 ſufficient means of paying all the rarzx in 
CIRCULATION, Without ſelling one-tenth part of 


the property of our merchants and manufaRures, 
even 1n the caſe of a general diſcredit; I am next 


to conſider the time in Which it would be done. 
Of thirty millions of Bank bills, ſuppoſed to 
be in circulation, more than twenty millions 
are in the hands of commercial men. Now as 
thoſe commercial men have iſſued: thirty mil- 
lions of notes, payable in two or three months, 
it follows, that they muſt provide bank notes to 
"Pay their own bills with, as they become: due; 
and when this operation ſhall have been finiſhed, 


there will not remain more than ten millions of 
Bank 
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_—_— of England; ene che ſame would be 
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Bank notes in the poſſeſſion of the public, and 


there will only remain ten millions of yRoTESTED 
BILLS, ſuppoſing even that the commercial peo- 


ple have not been able to produce any gold, and 
ſuppoſing that the bankers had no gold likewiſe. 
But, Gentlemen, as it is certain, that the public 
and private banks have very nearly half the 


| ſpecie in the kingdom in their poſſeſſion, it 


would follow that after paying the ten millions 


in queſtion, they would till have a ſurplus of 
two millions or rather more.---It is to be preſum- 
ed alſo, that the mercantile and manufauring 


intereſt would be able, out of their 110 millions 
of real property (ten of which is owing by other 
countries) to have realized ſomething from 


abroad, we may at leaſt ſuppoſe five millions 


ſo that a DpELaAy in paying the remaining five 


millions, is all thn could e in the worſt of 


caſes!!! _ | F 3 
Theſe are DEMONSTRATIVE PROOFS, to which 
it will be difficult to find an anſwer, ſo far as they 


apply direftly to the general maſs of notes or 
bills iffaed by mercantile men, or by banking 
eompanies in aid of mercantile men. 


As to the individual bankruptcies that 5 


1 place amongſt commercial men, that is in- 


deed another conſideration; but that has no 
conneRQion with the affair, as it is ſtated by the 


the 


(16 ) 
the caſe, even if the public banks had gold to 
pay all the notes that are out, and it muſt ſtill be 
kept in view, that their vor having enough of 
gold is the circumſtance of which THOMAS Pains 
and the other enemies of England complain. 

Such then 1s the ſituation of our paper credit, 
fo far as Bank notes are iſſued in aid of commer- 
cial men, when viewed on the great ſcale---The 
'SOLIDITY, OF THE FABRIC Is INDISPUTABLE, and 
it belongs. only to the ignorant or the malevo- 
lent to diſpute it. 1600 

That portion of notes in circulation, which is 
iſſued for the ſervice of Government or the diſ- 
count of Navy or Exchequer bills, is indeed 
different, and it comes next to be the buſineſs 
to conſider how ſuch notes would in a moment 
of criſis be withdrawn. 

As the advances made by Bankers to the mer 
cantile intereſt, are repaid by the bills becoming 
due, ſo are the notes iſſued to Government 
brought back by the taxes, which ſerve the 
Bank as a ſecurity: for it is to be obſerved, that 
the Bank never lends to Government, but upon 
ſecurity given for the payment. So long, there- 
fore, as the taxes continue to be paid, the Bank 
is ſafe.---I know that the enemies of England 
will here aſk. the ſame queſtion that they have 
been aſking theſe eighty years. How long will 
the Government be able to pay? To this J ſhall 

anſwer, 


* 


(- 4 ) 
anſwer, as I would concerning any individual 
who has hitherto been pundtual in his payments 
-—-« Forever, if the buſineſs is well conducted; 
and if ill conducted, the diſtance of time will be 
greater or leſs. according to the gegen of good 
* or bad conduct.“ 
Twill in the moſt unqualified manner waintain, 
that if the affairs of this nation are viſely 
managed, public credit will be kept up; but J 
do not mean to ſay, that if they ſhould fall into 
the hands of unfaithful or fooliſh managers, a 
| Bankruptcy would not ſoon. take place.---I ſhould 
not go. quite ſo far as the French, when upon the 
eve of a general Bankruptcy they proclaimed, 
that he who. pronounced the word Bankrupt 
ſhould be infamous---I am no enthuſiaſt, and I 
hope to eſcape the appellation of empiric, as 1 
ſtick to reaſon and to tact in whatever I ſay, which 
every man is bound to do, who. addreſſes 158 
ROT. on a ſerious ſubj ect. 
- There is yet one thing untouched upon, and 
that is, thoſe ls in circulation which are not for real 
tramſactiuns.— Thoſe, it is true, have on various 
occaſions been the cauſe of Gicredit: and want 
of confidence. 
A Bill ought, as it bears 1 upon. its face, to 1 
for value received, that is well underſtood, and 
e e but it does not follow from 
. D thence, 


6 0 


thence, by any means, that every bill which does 


not originate in a real tranſaQion is either a bad 


or a dangerous bill.—A bill is, as I have already. 
ſaid, a mortgage on all the perſonal property, and 
on the body of the perſon who ſigns it; and 


whether it originates in confequence of a real 


tranſaction or not, it is equally ſacred. 
What will no doubt aftoniſh many of. your 
readers, Gentlemen, is, that if I were to have 


my choice of a real or a fiftitious bill, I wour» 
TAKE THE FICTITIOUS oN E. That I may ſpeak 


clearly, I mean to ſay that, :2teris paribus, the 
moral chances are in favour of the fiftitious Bill. 


My demonſtration is eaſy and clear. A. and 


B. have had real tranſaQions for a conſiderable 
time, B. owes, at laſt a balance of gol. to A. 


who is very glad to take the note of B. for the 


money, although he has ſome doubt of its good- 
neſs, B. having for ſome time paſt been rather 
embarraſſed. Thus it is, that bills for real value 


delivered, are frequently taken when they are 


not thought perfectly good. Had the caſe been 
different, and no real tranſaction had taken 
place, then 4. would not have indorſed the bill 


of B. without being perfefily ſatisfied as 10 its 


goodneſs, becauſe the tranſaction would have been 
entirely ofetional. It is fair then to conclude, that 
as Ws en fititious bills and indorſing 
12 051 " - em; 
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tw} 

them is a voluntary act, and as real bills are often 
received from neceſſity, the fiftitious bill is the 
more ſolid of the two! 

As I by no means wiſh, either by a die 
or a ſubterfuge, to delude thoſe who deſire to 
ſtudy this ſubjeR, I ſhall continue the ſame ar- 
guments, and carry them {till farther in my 


next, concerning the ſolidity of FICTITIOUS | 
BILLS, 


GRESHAM. * 
benden, | | . 
Seer. 18, 7 
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LETTER \ Fo 
To THE CON DUCTORS OF THE ORACLE. 


00 GENTLEMEN,” 7 2 
I PROMISED in my laſt to N my argu- 
ments ſtill farther in behalf of ctitious, or as 
they are more * called ACCOMMODATION 
f BII LS. 13 1 : 
The appellation of fetitions conveys a meaning 
which is not in this caſe a fair one. The bills fo 
called are fiftitious, in ſome degree, with regard 
to the value received; but they are REAL with 
reſpect to the obligation incurred. Nov, as it 
happens, the obligation itſelf, and not the cauſe 
of the obligation, conſtitutes the value of the 
| Dz2 bill 


( © } 
bill in law, fo, properly ſpeaking, the bill is to 
all intents and purpoſes a «za and not a fiti- 


tious bill. Even the value received is not al- 
together a fiction in an accommodation bill; 
becauſe a receipt given for the bill or the ob- 


ligation, which the other party contracts, is a 
valuable conſideration, the Tame as in any other 
bargain for time, or obligation 20 be performed. 

Calling then thoſe bills accommodation bills, I 


have already proved that they are in general 
better than bills drawn i in order 10 0 pay debts already 


contracted. 
Thoſe who think themſelves very knowing i in 


this ſpecies of negociation, vill at once ſay, that 


I know little about the puſineſs; for that no obli- 8 
gations are ſtronger than thoſe of men who mu- 


tually accommodate each other with bills. It 


will be ſaid, that they are ſo engaged and con- 


nedted, that the accommodations are by no means 


voluntary, but mutually neceſſary, and that in a 
very high degree. This I am ready to grant is 
often the caſe; but ſtill it does not invalidate 1 in 


7 degree my argument. 


The accommodation bill may, in ata be 
of a dubions nature; the drawer and acbeptor 
may be both men without credit; but if ſo, they 


will not find any ane to diſcount 2ein bill, and 
till it is Uiſcoumed't the vial does not FAO 


W RY IF £01 . 9 
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It is till then a private affair entirely, and has 
no connexion with the general credit of the 
paper of the country. Before ſuch a bill is 
diſcounted, it muſt have acquired, by one means 
or other, ſuch a probable degree of folidity as 
to induce ſome monied men to run the riſk of 
turning it into caſn, for the — n 
which the law allows. A fs 
I by no means intend to give any general law 
as being an univerſal one; on the contrary, I 
know that every general rule muſt have ſome 
. exceptions; but I mean in the moſt decided 
and unequivocal manner to maintain, that gene- 
rally ſpeaking, no bill that is not reckoned cer- 
tain of being punRually paid can be diſcounted; 
and till it is diſcounted, it forms no part of the ſecurity 1” 
for Engliſh Paper Credit. 

Iam well aware, that in bringing finds new 
Jean con this important ſubjeat, I am liable to 
criticiim. I have already ventured upon main- 
taining rwo bo that are zew to the Finan- 
cial World. 40 F 

The firft 160: ike the private h is 1 ak a 

o Abs of the Bank Notes. The ſecond 1s 
What I have been this moment ſaying — That fic- 
titious or accommodation bills, are, generally 
ſpeaking, more ſolid than bills drawn in conſe- 
quence of real tranſactions. But, Gentlemen, 
the truch which 1 have yet to hold out will ſeem 


at 
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at firſt ſight to be ſtill more ſtrange than either 
of theſe—I mean to maintain, that the scARcIT 
or COLD AND SILVER IN THIS, COUNTRY WILL 
PREVENT ANN SERIOUS RUN UPON THE Bank 
or / ENcLAnD.. This is indeed diametrically 
oppoſite to the general and univerſally received | 
opinion; but the juſtice and truth of it will 
nevertheleſs ſoon be perceived. | 
Let us ſuppoſe, that, from ſome cauſe or 
other, the public became ſuſpicious of the credit 
of the Bank, and wiſhed to exchange their notes 
for gold. If England were not a trading coun- 
try, and if the poſſeſſors of notes were hoarders 
of money, then a run upon the Bank en indeed 
be ruinous; but that is not the caſe; |: i: 
Of the notes that are vat, une-Sghth traf 
circulate amongſt people who have 10 concern in 
trade, and no obligations to pay. Suppoſe, then, 
a run to begin, and that there are 32 millions off 
notes out, it would go on nearly as follows:-— 
Phe avennes to the Bank would be crowded 
with people, wiſhing to change their notes for 
gold; and 200, or at moſt! geo, oo pounds 
would-be changed every day. More could not 
be! paid, becauſe' che Tellers could not be able 
to do it with ſufficient certainty.) x. 
While this was going on, the Bank 8 be | 
receiving half a million of its notes every day in 
payment of che commercial bills in its / poſſeſſion, 
8 | r 


> 


or in the poſſeſſion of bankers. So that in ten 
days eight millions of notes would be brought 
in, While the Bank would only RATE PR three 
millions in ſpecie. 
| The quantity of notes in circulation would, by 
this time, be diminiſhed one fourth; and a want 
of a circulating medium would be ſeverely felt; 
for a very few of the guineas received at the 
Bank would enter into circulation immediately. 
Bank notes would therefore become ſcarce, and 
in place of bringing them in, people would join 
earneſtly. in demanding them, which would im- 
mediately reſtore. eredit, and put an end to the 
demand for gold. \ 
This would not be the caſe were there gold 
and Glver enough fully to ſupply the place of the 
notes, in which caſe they might all be brought 
in; but as a circulating medium is abſolutely 
neceſſary, it would infallibly happen, that inſtead 
of being brought in, they would ſoon be in 
greater requeſt than ever. 8 — 
A run upon the Bank of W is 3 a 
bug - bear, a phantom conjured up by our ene- 
mies, and Credited by the unthinking: even the 
very cauſe. aſſigned for that run namely, the 
want of gold and ſilver, is the reaſon b Jt it could 
not poſſibly take place. 
There is no money in the Bank; mn 1 our 
ignorant enemies“ Its cellars do not contain 
one 


( 24 ) 

* one tenth of the value of the. notes which it 
© has 1lued”---Do they know (thoſe our ene- 
mies) that the cellars of the Bank of England 
may be ſaid to extend over three-quarters of 
the known world, and that half the warehouſes 
from Surinam to Japan would be emptied of 
their goods before the notes of the Bank hand 
England would go unpaid. 

Wherever Engliſhmen carry their goods ( nd 
| ae] is it that they do not carry them?) they 
give credit, and the whole credits and property 115 
of the mercantile people of England muſt anſwer 
for their ob/ipations; upon which obligations the 

Bank Notes of England depend.---Is not cad foun- 
dation ſufficiently ample? 

Away then far from us, thoſe vitiful 3 
fions which are engendered between the malig- 
nity of our enemies and the puſillanimity of our- 
ſelves. Our paper eredit is not a baſeleſs fabric; 
and as on it our commerce depends, let us 

reſiſt every attempt to deſtroy the one or the 
other, whether coming from enemies without or 
within whether they are open or concealed 
---whether they come from Twomas PAIN E, who 
frankly confeſſes he wiſhes that England may be 
humbled; or from a Lord or a Commoner, who 
pretend to be patriots, and give their revelations 

by way of eu their DOOR. HTO Pc 
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0 „„ 
0 It is not a blind confidence that is to be wiſhed 
5 for or encouraged, but that confidence which 1s 
founded upon reaſon and experience. Two 
_ things are principally to be kept in view; let the 
Directors of the Bank conſider, hat it is their 
. 7 duty and their intereſt to aid commercial men, as far 
$4 — is they with prudence can; and on the other hand, 
iet commercial men be guided by prudence in 
their ſpeculations, keeping always in mind, that 
they depend upon credit, and that credit depends 
upon good conduct and public opinion. 
e GRESHAM. 
LonDown, . 5 
SEPT, 20, 1796. 
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10 THE 


GOVERNOR N pinncrons oF THE 
ANR oF ENGLAND. | 


GFNTLEMEN, | 8 8 
FT ER demonſtrating i in the foregoing let- 

ters the 1 MPOSSIBILLTY of a RUN upon the 
Bank of EN CTAN, I think i it is equally my duty, 


as a friend to my country, to write to you as 


the guardians and adminiſtrators of that Bank. 
As Bank Directors you have a double duty to 


fulfil—One towards the Proprietors of Bank 


Stock, and another towards your country. 
To underſtand thoſe wo duties well, we muſt 


examine the original intention of the charter of 
the Bank. 


Every eg ve privilege has its benden 
in the public good, which is intended to be pro- 


moted by it, and to which the intereſt of thoſe 
receiving that privilege is to be ſubſervient in ſuck 
caſes as they are oppoſite to each other. When the 


Government of the country grants an excluſive 
privilege, the perſon or perſons to whom it is 
granted incur the o&/:igation of ſupplying the 
public with the article or artiger for which it is 
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E 
II chis condition is not fulfilled che telle 
is forfeited, as has been repeatedly determined 
by our Courts of Juſtice, in the caſes of Patents 
for Inventions." I take for an inſtance the Char- 
ter of the Eaſt India Company; ſhould that Com- 
pany determine not to ſend any ſhips to India, 
or to ſhut up its warehouſes, the privilege then 
would go to the preventing England from having 
any goods from. India-— Do you think ſuch a 
meaning could be given to that or to any other 
excluſive privilege? 1 am confident you cannot 
think ſo; and I am even very well convinced, 
that if the Company were to put an unreaſon- 
ably high price upon Eaſt India articles, the 
Charter would thereby be forfeited. e 
Now, Gentlemen, you are che As £ 
of a Company which has an exclufrve privilege 
for iſſuing promiſſory notes ; that is to ſay, dan 
Charter is ſuch, that no other Company can 
eſtabliſh itſelf upon a ſolid and reſpectable baſis 
to rival you. It is therefore, in all reſpeas, 
equivalent at preſent to an extlufrve privilege in the 
ſtricteſt ſenſe of the term Lou will not, I pre- 
ſume, ſay © that you have a right to let this pri- 
“ vilege lay dormant, and deprive the public of 
„ Bank-Notes altogether.** The queſtion then 
comes to be, How far you have that right? 
There is a diſcretional but not an unlimited 
derer granted to the Directors; who are not by 
* A4 | E 2 any 
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any means, at liberty to act at will with regard 
to the accommodation which they grant the 
public. I ſay, Gentlemen, you are not at liberty 
to at in whatever: manner you pleaſe, and that 
you are BOUND TO ACCOMMODATE ALL $OLVENT | 
MEN Who comply. with the eſtabliſhed and 
cuſtomary conditions. Nevertheleſs, as you 
may not be inclined to think ſo, I ſhall reaſon 
the matter in the Se that you _ think roger 
| yourſelves. ; 10 361 01-0 Dea. | 
You will readily low: either that you have, 
OF: have not, an unlimited power depending 
1 merely upon your own vill and opinion. In 
1 | ſhort, the moſt you can ſay is, that you form a 
wal Jury, ſitting as the credit of owe fellow- 
of : 
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citizens. | 
My opinion is, that your power is „limited; 
but if Lam wrong in that, which is poſſible, I 
| ſhall hazard the opinion, that 1x you, the Bank 
Directors, have an unlimited power. to refuſe 
whatever paper you pleaſe, that then the Charter 
of the Bank is wrongly given; and that the Miniſ- 
ter of this country does not do his duty, unleſs 
he does his utmoſt to eſtabliſn a BOARD of 
_CONTROUL for the Bonk, thes ſame a as there | is. 
for the India Companꝶ g. 
No power whatever (bert 3 . 
=: are at ſtake): ought to-be-without, ſomeicontroul. 
The Conſtitution of theſe Kingdanis has named; 


Carer | 8 7 King, 
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King, Lords, and Commons, that they may conL 
troul each other--- and it was wiſely done. 
Shall we then Have more confidence in a 
Commercial Company than in the Chief of the 
Nation, who is daily controuled? Te Bank 
DireQory alone is not to have any controul at 
all. This is really too abſurd and too unreaſon- 
able! Even the Frenck Directory is controuled; 
and ſhall the Baul. Directory be like an Eaſtern 
Potentate, {whoſe word: is 4 wat as ſoon as 
1 r bonn þ 1 
No, Gentlemen, if you are fofficientrie unrea- 
ſonable to think ſo, you vill excuſe me if Lam 
not fooliſh enough, or complaiſant i 
ſubſcribe to your opinion. , +5 45 
I muſt then repeat, that if your power 1s ad 
trary, and without appeal, it ought not to remain 
ſo; and I will venture to give it as my opinion, 
that if it ſhould? be proved to be ſuch the 
Miniſter of this country does not deſerveito be 
ſuch, unleſs be eſtabliſnes a BoAR D of Con- 
TROUL over you; for ſuch a powervas: you have 
is as inconſiſtent with 'the:ſpirit 'of i the 1 Conſtitution) 
4 it'4s, en with the inferefts ine N. ation at 
lunge. (152-46 3 1 10 55 2 tl HOT 1101109 1014 
Let us next äppale that 8 is 
limited, che bufinels will then be ro find out the 
limits. Jon 22017 2760 119} gov alruo3tt 
The firſt affair certainly ĩs ta Rupp the Pub- 
liewarith Notes, upon ;{uchc conditions: as your: 
91 Charter 
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Charter permits, * eusTOMand, EXPERIEN CE 
WAarraBio! Di earvw 11 has ---15H0 1 10 plu 


| Now, e as your Conſtituents, he 
Hoblens of Bank Steck, have never ſuffered any 


ſerious inconvenieneęs or realJoſs, from diſcount-. 
ing, where ire ſolvable, names were on a Bill, I be- 


lieve you will find it difficult to prove, that their 


mere requires you to refuſe ſuch: Bills: and 1 
believe, nay, I am certain, that the intereſt, of 


the Public requires, that the great majority of 
ſuch Bills ſhould be diſcounted. I therefore do 


not think that your diſcretionary power goes ſo 
far, as to enable you to refuſe the major part of 
ſuch Bills, unleſs (which is not the caſe) the 
5 intereſt of your Conſtituents AS eas me 0 do 


PRE eg you may day, that. traile ! 3 


more accommodation than your ready money in 
the Bank will warrant your giving! Why do 
you not then get more ready money, fince 
pvyour Charter was given you in order that the 
Public might be ſupplied, and ſince/ you are 
bound to ſupply it? Vou may have more if you. 
will. I ſhould be glad indeed to know, What 
proportion you have fixed upon between your 
caſlhl in hand and notes iſſued; for, as it is well 


known, that with the: moſt ' ſtritt limitation of 


diſcounts, you ſtill have mort notes out. than 


you could eonvèrt into gold op ſilver on demand, 
— ſeems to me obe N "PARTICULAR point 
19. 1611.) | to 
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to ſtop. at, and I am indeed convinced there is 
done nor can there be any. 311 


Firſt of all, it is not the ſum that is A ths 
is » the,gredtipoint jþ you ſhould take che whole 


ſum in circulation, and multiply it by the time it 


is lent for; and from chat you may come at ſome- 


thing like a baſis for a calculation. 


To make this the more clear, I ſuppoſe you 


have diſcounted a bill of 1000l. at ninety days 


date, and another of 1000l. at ten days By 
the ſimple rule of calculating, you would have 
to preſerve in hand the ſame quantity of caſh 


in both caſes; but as the probability is, that 

nine times as much would dome in during ninety 
days, as during ten—it follows then, that nine 
times the caſh would be neceſſary. 


Again, if you follow this rule, you are  ſubjeQ 
to error ſtill, though not near ſo great as in the 


other caſe; for as the whole maſs of diſcounts 
increaſes, ſo the proportional ſum of caſh neceſ- 


ſary decreaſes, ſuppoſing even that there is any 
natural proportion, which there certainly is not. 

The calculation, then becomes a yery intricate. 
one, which I dare venture to ſay no one of you 
ever fairly made, in which caſe you Ry either | 


taken a wrong rule, or no rule at all. 


It is clearly yaur bufinefs ta provide gold fad 


lver, if you find that it is Wanted; your pri- 


vilege is given you for that purpoſe, and if 
2 4 : | f | | | : _ you * 


( 32 4 
you do not do it, Foun: privilege i is in fag for- 
feited. , 

As 1 bave already 155 00 thir much * and 
Pay could never be called; for, and that the 
payment of the bills you had diſcounted would 
bring back the notes which you had iſſued, 1 
ſhall for the preſent content myſelf with ſup- 

poſing that you have hitherto limited diſcounts | 

under the falſe alarm of a run upon your eftabli 72 
neui: but that idea being now done away, and 

proved to be groundleſs, I hope you will ſhew 
the public that you merit to be entruſted 
with the direction pf a National Eftabliſhment 

upon rich * eee of our Commerce 
depends. vt: 
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93 þ: 
24 * 10 2110 Gil 
3 | | GENTLEMEN, - 421 | 12 
4 AFTER leg 3 8 your e ac 
+ 2a cording to the Charter of the Bank, re- 
quires yon to ſupply the Public with Notes, for 
Which purpoſe your Charter was given—let us 
1 | next 


next tale a view of the evil, which your refuling 


to diſcount good bills produces, and we ſhall. 
find it 200 'preat to be Numbered upon nay, to be 
uch as demands an immediate remedy. 

The moment that coop bills cannot be dif- 
counted at the Bank, that moment every pri- 
vate Banker is under a neceſſity of limiting his 
_ diſcounts in a fill greater Proportion than the 
Bank does; becauſe, in caſe of wanting money, 
he cannot procure it by means of the bills be 
has in his poſſeſſion. 98 

Each individual, in the ſame manner, r, finding 
: himſelf | uncertain whether he can procure money 
When it may be wanted, becomes hampered i in 
his operations, and is obliged to keep more 
ready money by him than he would otherwiſe need 
to do, or than he is accuſtomed to do. 

This cannot be better illuſtrated than by Rat 
happens when there is a ſearcity of bread ; each 
perſon then begins to hoard, not knowing that 
| he can have it when wanted. 

Not only then do you hamper 8 plague | the 
What tradin ing Nation, but you increaſe the demand | 
for the very thing you refuſe to give ; and I beg 
you to conſider what would be the caſe, if at 
preſent people did not hoard up notes or caſh a 
| few days before their bills become due, i in order 
-to pay them. : 

| You, Gentlemen Direktors, are e inexorable— 

E | you 
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yo have no reaſons to give, nor vill you hear 
any. Your notes, and the gold which you 
complain of wanting, are neceſſary to pay bills, 
and neither can be had in time. Bankruptcy 
then takes place of onz, Two, THREE, and per- 
- haps of TREE THousAND commercial houſes 
you ſtill continuing to draw the purſe ſtrings 
cloſer and cloſer, as the danger increaſes. 

This, Gentlemen, is a caſe that involves the 
ſafety of the nation ultimately, and the Sep 
of thouſands immediately. 

Now I hope you will allow, that to commit 
the ſafety of a nation to any twenty-four men 
in exiſtence, let them be ever ſo reſpeQable, who 
are all acting on one intereſt, | 18 rather a dangerous 
experiment. | 

 Ought any ſingle intereſt to be rated with 
the YES and the NO on ſo very important a queſ- 
tion, particularly a YES Or a NO without deign- 
ing to give a reaſon? | 5 

1 do not wiſh, in the preſent inſtance, Gen- 15 
tlemen, to trouble you vith a long letter, becauſe 
you mult be allowed a little time to conſider the 
matter, after having ſeen it demonſtrated, that 
there is no poſſibility of that run upon you for | 
gold, which Trowas Paixz and ſome others 
| would perſuade you will come; and I leave you 
to conſider and refle& on the juſtice of what 
I bay, with . to the Public remedying, in 


ſome 


"Mme 


enlatre Privilege. 


„„ 


ſome ſhape or other, your want ot: means, or 
want of will, to accommodate — who have 
good bills to offer. 


I know you and others will ſay, that the In- 
dia Board of Controul is a different thing, that 


it was not grafted on an exiſting Charter, but 


added at the renewal of one. Other reaſons 


may be likewiſe adduced; but all theſe are done 
away, and more than done away, by this ſingle 
fact, that the ſafety of England is endangered, | 
if diſcount cannot be procured upon a good 
commercial bill, to which there are three ſolvable 


names, according to the uſual acceptation of the 


term op BI LL. ; 


I am not one of thoſe who lay, that a Charter 


is only a dreſſed calf ſkin, with a piece of wax 


attached to it; but neither do I think that the 


proſperity of England is to be endangered for any 


Charter, however ſacred, even if you could 


prove, that in refuſing to accommodate the Pub- 


lic, you did not yourſelves deſtroy your own 


ö GRESHAM. 
Lee. | 
SEPT. 26, 7 796. 

P. §. After having ſaid, that a little time muſt 
be allowed to conſider of the contents of theſe 


letters; I bon” - 1 may be perimieed to add, that 


if 
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